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KEY ECONOMIC INDICATORS 


1988 1989 1990* 

DOMESTIC ECONOMY 
Population (million midyear) 172 175 179 
GDP (billions of Rupiah, current prices) 142,020 166,330 194,000 
Exchange rate (Rupiah per $) 1,686 1,770 1,843 
GDP ($ million) 84,235 93,972 105,263 
GDP per capita ($ at prevailing exchange rate) 490 537 588 
GDP (% growth in constant 1983 rupiah prices) 5.7 7.4 7.4 
Growth in Consumer Prices 5.5 6.0 9.5 
Foreign Investment Approvals 

(non-oil) ($ million) 4,409 4,719 8,750 
Official Int’1 Reserves ($ million-Dec. 31) 6,206 6,562 8,100 
External Official Debt 
(Disbursed - $ million-Dec. 31) 41,500 44,000 45,000 
Official Debt Service ($ million) 7,313 6,787 7,099 


PRODUCTION AND EMPLOYMENT 

Labor Force (millions) 74 78 
Unemployment (percent) 2.9 3.0 
Money Supply (Rp billion-Dec. 31) 41,998 84,630 
Crude & condensate prod. (000’s bbl/day av.) 1,343 1,462 


FY FY 
GOVERNMENT BUDGET (billions of Rupiahs) 88/89 90/91* 
l 20,739 29,998 
12,256 18,146 

23,004 39,546 

Dev. Receipts (external loans and grants) 9,991 9,905 


BALANCE OF PAYMENTS FY FY 
($ million) 88/89 89/90 90/91* 
Overall Balance/Change in Official Reserves*** 677 -248 -3,302 
Current account -1,859 -1,599 -3,741 
Exports, Merchandise (F.O.B.) 19,824 23,830 28,143 
Oil and LNG 7,640 9,337 12,763 
Non-oil 12,184 14,493 15,380 
Imports, Merchandise (F.0.B.) 14,311 17,374 23,028 
Oil and LNG sector imports 2,072 2,529 3,580 
Non-oil 12,239 14,845 19,448 


U.S.-Indonesian Trade ($ million) 1988 1989 1990 
Indonesian Exports to the U.S. (Customs Value) 3,188 3,543 3,343 


U.S. Share of Indonesian Exports (%) 16.0 15.8 13.1 
Indonesian Imports from the U.S. (F.A.S.) 1,056 1,256 1,897 
U.S. Share of Indonesian Imports (%) 13.2 13.6 11.5 


Sources: Bank Indonesia, Central Bureau of Statistics, Department of Finance, Capital 
Investment Coordinating Board, U.S. Department of Commerce, and Embassy estimates. 


Indonesia’s fiscal year runs from April 1 through March 31. 


sIncludes provisional data 


**Projections; budget data as reported do not reflect carryover from FY 90/91 surplus 
***vinus sign indicates addition to reserves 





I. SUMMARY 


Indonesia, after two years of growth in real gross domestic product 
(GDP) of nearly 7.5 percent, is now coping with an overheated 
economy. Robust growth exposed serious infrastructure deficiencies, 
particularly in the electrical sector; but telecommunications and the 
road network are also sorely inadequate. Inflation is also a concern 
-- the rate in 1990 reached 9.5 percent -- as is a large, increasing 
current account deficit. Strong investment spending has stimulated 
demand for imports, particularly capital goods, whereas growth in 
non-oil exports has not kept pace with imports. The current account 
deficit for the 1991/92 fiscal year (ending March 31, 1992) may reach 
$5 billion, compared to $3.7 billion in FY 1990/91 and $1.6 billion in 
FY 1989/90. Also, sharply higher offshore borrowing by the private 
sector provoked concern about the economy’s ability to service the 
country’s medium-and long-term debt, now about $66 billion. 


The Government of Indonesia has taken a series of steps to address the 
problems. Initially, it tightened monetary policy to dampen 
inflationary pressures and slow imports. Then, in September 1991, the 
government formed a cabinet-level Foreign Commercial Borrowing 
Coordinating Team to establish guidelines and priorities for seeking 
foreign commercial loans to finance large-scale projects with 
government participation. In October 1991, the team deferred four oil 
sector projects worth $9.8 billion. Preliminary data for 1991 
indicate the measures are having results: the economy will expand by 
perhaps a bit less than 6 percent in 1991; many Indonesia watchers 
expect GDP to expand by 5-6 percent in 1992. Inflation in 1991 will 
be contained at about 10 percent. Balance-of-payments trends give 
rise to guarded optimism; imports are leveling off and non-oil exports 
continue strong. 


Oil and gas play a large, although declining, role in the economy. 
Over the first six months of 1991, output of crude and condensate 
averaged just over 1.6 million barrels per day (bpd), while average 
exports increased 27 percent to 969,000 bpd. Over the longer term, 
rising domestic demand and gradual depletion of reserves will erode 
oil’s importance to the economy. Agricultural production was 
generally lower in 1991, due to the lingering effects of a delayed 
rainy season that produced drought conditions throughout the country. 
Production of major staple crops such as rice, corn, and soybeans 
declined from levels a year earlier. Imports have filled the gap. 


Indonesia is an important market for the United States. In 1990, U.S. 
exports to Indonesia increased 51 percent, but there was still a 
bilateral trade deficit of about $1.5 billion. This imbalance should 
be reduced in 1991; trade data suggest that U.S. exports to Indonesia 
are increasing modestly and that Indonesian petroleum exports to the 
United States have declined. 





II. RECENT DEVELOPMENTS 


Faced with lower oil prices in the early 1980s and a need to create 
employment for a work force growing by more than two million annually, 
the Government of Indonesia launched a program to give freer rein to 
the private sector and reduce the economy’s dependence on petroleum as 
a source of export earnings and tax revenues. The program, known as 
deregulation and de-bureaucratization, began in 1983 with a loosening 
of controls on the financial sector. Subsequent measures liberalized 
conditions for foreign investment, reduced tariffs and import 
licensing restrictions, eased export requirements, revitalized capital 
markets and the banking system, and reformed the domestic shipping 
regime. The government has stayed the course of its deregulation 
program, which has contributed to strong economic growth. 


The last two years, however, proved to be too much of a good thing. 
After reaching real growth rates of 7.4 percent in both 1989 and 1990, 
the economy began showing signs of over-heating. Infrastructure 
constraints -- electricity, telecommunications, and transport 
facilities -- emerged. Inflation threatened to reach double digits. 
(Not all the inflation was demand driven, since the government in the 
last 12 months has mandated price increases for fuel, electricity, 
water and transportation.) Rapid economic growth also contributed to 
a worrisome deterioration of the current account balance. Strong 
investment activity pushed up demand for imports and limited supplies 
of domestic raw materials and skilled labor. The government also 
became increasingly concerned about the rapid growth in foreign 
commercial debt, largely fueled by increased reliance by the private 
sector on offshore loans. The private sector looked offshore in part 
because of relatively lower interest rates obtained in foreign 
markets. By year-end 1990, Indonesia’s medium-and-long term external 
debt incurred by both the public and private sectors totalled about 


$66 billion. About one-third of the total is owed by the private 
sector. 


The government started in mid-1990 to withdraw liquidity from the 
banking system. Tighter monetary policy led to higher interest rates 
on local currency (i.e., rupiah) loans which peaked above 30 percent 
in early 1991; they have since retreated to the upper 20 percent 
range. These very high real interest rates have had limited effect 
thus far on price levels; inflation in 1991 will be little changed 
from the 9.5 increase experienced in 1990. However, the tight money 
policy has contributed to a gradual slowing of economic activity. 
While approvals for foreign investment projects will again exceed $8 
billion in 1991, domestic investment approvals have fallen off from 
their 1990 record high of almost Rp 60 trillion (about $32 billion) 
and may reach only Rp 40 to 45 trillion ($20 to 23 billion) in 1991. 
Imports have stabilized and inflationary pressures should also decline. 


To address looming electricity shortages, the government liberalized 
imports of generation equipment. As longer term solutions to 
infrastructure constraints, the government has invited private sector 
companies to participate in the provision of electric power, 
telecommunications facilities, and port services. 





To coordinate borrowing from offshore commercial lenders and better 
manage the country’s external debt, the government in September 1991 
set up a Foreign Commercial Borrowing Coordinating Team composed of 
ten cabinet ministers. The team’s mandate was to review applications 
for foreign commercial loans sought by government agencies, 
state-owned enterprises, and private firms to finance projects with 
some form of government participation. Purely private projects and 
those funded by multilateral and bilateral aid donors were excluded 
from the team’s oversight. A presidential decree instructed the team 
to set guidelines on the total volume of foreign commercial loans 
contracted during the next several fiscal years and to rank projects 
in priority order. In October 1991, the team announced its decision 
to defer four "mega" projects, all of which were for downstream 
petroleum processing, valued at $9.8 billion. The team also 
established a foreign commercial borrowing timetable for other major 
projects with government participation and suggested ceilings for 
foreign commercial borrowing by other classes of borrowers. 


Preliminary data indicate that economic activity is slowing. Even 
though real GDP in the first quarter of 1991 grew 7.2 percent, much of 
the increase was paced by the oil and gas sector, where output 
expanded 13.8 percent. Exclusive of hydrocarbons, the economy in the 
first quarter grew 5.9 percent over the first quarter 1990 level. A 
year ago, the critical non-oil/gas sector was expanding at an 8 
percent rate. Despite the gradual deceleration, export performance 
continues to be robust. In the first eight months of 1991, total 
exports increased 26.6 percent over the same period a year earlier. 


III. SECTORAL ANALYSES 


Oil and Gas: An OPEC member, Indonesia is the world’s 14th largest 
01l producer. Although oil no longer dwarfs the rest of the economy, 
it still accounts for 40 percent of export earnings and a similar 
share of government revenue. Indonesia has recently increased oil 
production, reversing a long decline. In the first half of 1991, 
crude and condensate output averaged 1.6 million barrels per day 
(bpd), while exports increased 27 percent to 969,000 bpd. Price 
declines, however, have reduced receipts. Indonesian crude prices 
fell early in 1991 and only by August had they returned to $19 per 
barrel, the price assumed for the FY 1991/92 budget. The short-term 
production outlook remains strong, although declines seem inevitable 
over the medium to long term. Few large discoveries have been made in 
recent years, and fields are maturing. However, a record number of 
production sharing contractors (PSCs) are actively exploring. Roughly 
60 percent of the PSCs are U.S. companies. 


The $9.8 billion in downstream mega projects cancelled in October 1991 
-- an aromatics facility in Arun, an olefins project in Cilegon, a 
residual catalytic cracking unit for the Cilicap refinery, and an 
export-oriented refinery -- may make it more difficult to meet future 
demand for refined products. Consumption of petroleum-based fuels was 
up 13 percent in 1990 over 1989 and is expected to remain high through 


1991, despite an average 17.7 percent rise in fuel prices in August 
1991. 





Indonesia’s production of natural gas grew at a 7.5 percent 
annual rate through the 1980’s and future growth prospects are 
bright. A pipeline from the gas fields north of Bali to a 
power station being built near Surabaya is a national 

priority. Recently, the foreign commercial borrowing team 
approved a $750 million addition to the LNG facility in East 
Kalimantan. This project should help maintain Indonesia as the 
world’s largest producer of LNG. 


Mining: Coal production jumped 25 percent in 1990 to 10.8 
million tons while exports doubled to 4.4 million tons valued 
at $167 million. In 1991, production should reach 13 million 
tons. Foreign mining interests are investing $1.5 billion in 
the sector. Indonesia’s coal, while high in moisture, finds a 
ready market because of low sulfur and ash. 


Freeport Indonesia, Indonesia’s sole producer of copper ore, 
will soon complete a $511 million mill expansion. In 1990 the 
firm’s Irian Jaya operation produced 169,000 tons of copper, 
9.2 tons of gold, and 60 tons of silver, representing a 14 
percent increase in copper and a more than threefold increase 
in gold output. In December 30, 1991, Freeport renewed its 
contract of work agreement with the Indonesian Government. 

This new agreement will allow Freeport to continue operating in 
Indonesia for up to 50 years, exploiting reserves of more than 
400 million tons of high-grade copper and gold ore. 


Indonesia’s tin industry is suffering as a result of depressed 
prices. Indonesia’s tin in-concentrate production declined 3.4 
percent to 30,200 tons for 1990 and export earnings dropped 
nearly 40 percent to $153.3 million. The state tin mining 
company estimates a 9 percent decline in tin output in 1991 
with further losses in export revenues. 


Nickel is produced from three mines, including one operated by 
majority Canadian-owned PT Inco. Lower prices held Indonesia’s 
revenues from nickel exports to about $250 million in 1990. 
Nickel ore and ferronickel export volumes increased in the 
first half of 1991, over the same period in 1990, but low 
prices have kept revenues static. 


The major producer by far of gold in Indonesia is, as noted 
above, the Freeport mine which produces gold as a byproduct of 
its copper operation. However, between 1985 and 1987 the 
country experienced a mini gold rush, signing 103 contracts of 


work (COW) for gold exploration with foreign (mostly 
Australian) companies. 


Manufacturing: The non-oil manufacturing sector continues to 
be a major engine of growth and an important new source of 
employment. Since 1979 this sector has grown at an average 
annual rate of 13 percent; it currently accounts for about 10 
percent of all employment and about 18 percent of gross 
domestic product. Non-oil processed and manufactured goods 





have also provided a growing source of foreign exchange 
earnings: from 1981 to 1990, exports of these products grew at 
an average annual rate of 19.3 percent, and in 1990 totalled 
more than $12 billion. According to preliminary data, the 
non-oil industrial sector in the first quarter of 1991 grew 10 
percent over the same period a year earlier. 


The government has taken steps to promote the manufacturing and 
processing industries. To encourage non-oil sector exports, it 
provides a number of incentives, including customs drawbacks 
for imports used in producing exports’ and permits higher 
equity levels for foreign partners investing in export-oriented 
enterprises. Bans on the export of logs and raw and 
semifinished rattan and high export taxes on sawn and processed 
timber are aimed at increasing domestic value-added. Financial 
sector deregulation has provided an impetus to private sector 
investment. Urbanization and rising incomes have contributed 


to increased demand for manufactured consumer products, both 
domestic and imported. 


Agriculture: The agricultural sector accounts for about 21 
percent of Indonesia’s gross domestic product and employs about 
half the labor force. Farms average about 0.5 hectare in size, 
and agricultural systems are highly labor intensive. A high 
percentage of food crops is consumed on or near the production 
site, and many rural families live at or near the subsistence 
level. Rice is the major food crop and the staple food for 
most Indonesians. The production of rice, though usually labor 
intensive, in some areas involves the application of improved 
technology which has contributed to high yields and helped 
Indonesia achieve rice self-sufficiency "on trend." The estate 
crop sector includes rubber, vegetable oils, cocoa, coffee, 
sugar, and tea. Investment in oil palm plantations, primarily 
by the private sector, has accelerated greatly in recent 


years. Indonesia has become increasingly important in the 
trade of these commodities. 


Agricultural production was generally lower in 1991, due to the 
lingering effects of drought throughout the country. 

Production of the major staple crops such as rice, corn, and 
soybeans declined from the year earlier period. Lower out-turn 
of sugarcane and export commodities such as coffee, tea, and 
copra were also recorded. Production of palm oil, however, 
reached a new record as more area was harvested. For the first 
time in several years, Indonesia is importing substantial 
quantities of rice and corn, both of which started arriving in 
the last quarter of the year. The outlook for 1992 is 
cautiously guarded, depending upon the outcome of the major 
planting season and the level of recharge of the irrigation 
reservoirs. Demand for animal products remains generally low 
due to relatively weak consumer purchasing power, but increases 
in consumer income in coming years will lead te higher demand 
for animal protein. Major Indonesian agricultural imports are 
cotton, wheat, soybeans, animal feedstuffs, and selected high 
value food products, including fresh fruit. 





The government has taken steps to encourage in-country 
processing of agricultural products. Exports of agricultural 
and forest-based products increased by only 1.3 percent to $7.3 
billion in 1990, due largely to depressed commodity prices. 

The share of those products that remained unprocessed or 
semiprocessed shrank to about $3.9 billion. The leading 
agricultural exports in 1991 were wood products, rubber, 
fisheries products (especially shrimp and tuna), palm oil, 
coffee, tea, and spices. 


Labor: The labor force is estimated at around 78 million. 
About 75 percent of the work force is between the ages of 15 
and 34, with the number of job seekers in this category 
expected to increase steadily over the next five years. 
Although the population growth rate has been reduced to 1.9 
percent per year, the labor force is thought to be growing at a 
rate of 2.8 percent; this rate is not expected to decline 
meaningfully until the mid-1990s. Women make up roughly 40 
percent of the work force. The labor force participation rate 
for women, defined as the percentage of female workers between 
the ages of 10 and 65 (the potential labor force) either 
employed or seeking employment, grew from 32.7 percent in 1980 
to 37.6 percent in 1985 and is expected to continue to grow. 
In contrast, the male participation rate has remained 
relatively steady at about 69 percent. 


The labor market in 1991 continued to be characterized by labor 
shortages in some segments, while the overall number of job 
seekers far exceeds the number of positions available. About 
44 percent of the present work force is considered to be 
underemployed, i.e., to have worked at least one hour but not 
more than 35 hours within the previous week. In the second 
quarter of 1991, over half the underemployed worked less than 
24 hours per week. Open unemployment is less than 3 percent, 
but is highest among secondary school and university graduates 
between the ages of 15 and 24, and is particularly prevalent in 
urban areas. Over 80 percent of the work force has an 
education at the elementary level or below. About 1 percent of 
the population is estimated to have a university education, 
while 9.7 percent have only finished junior high school, and 
10.5 percent have earned a high school education. The number 


of persons with secondary school education or higher, however, 
is on the rise. 


The private sector is expected to provide the major source of 
job creation. Filling those jobs, however, is hampered by a 
scarcity of skilled personnel. Some positions available now 
remain unfilled due to a shortage of job seekers with the 
requisite qualifications, while some among the educated are 
unemployed because they lack the skills required by business 
and industry. Shortages are particularly acute for mid-level 
technicians and certain types of engineers, accountants, 
managers, and supervisors. 





Tourism: Tourism is increasingly important to Indonesia as a 
2OUr+em 

foreign exchange earner and source of employment. In 1990, 
foreign exchange earnings from the tourism sector totalled $2.1 
billion; an estimated 1.3 million Indonesians derive their 
livelihood from tourism, and this total is expected to increase 
to 2.5 million by 1994. In the first nine months of 1991, 1.5 
million visitors came to Indonesia, compared to 2.2 million in 
all of 1990. Tourist arrivals early in the year were down due 
to the Gulf War, but have since recovered. 


Money and Finance: The banking system has grown rapidly since 
the beginning of financial sector reform in 1983. [In 1991, 
however, the rate of expansion declined. Total rupiah deposits 
held by banks in July were up 21 percent, and foreign exchange 
deposits were up 44 percent over the level a year earlier. The 
money supply has thus continued to expand, albeit at a lower 
rate than in 1990: currency in circulation plus demand, 
savings and time deposits (M2) at mid-year was nearly 27 
percent higher than a year earlier. M2 in 1990 rose 44 
percent. Credit expansion was also brisk, though not as strong 
as in 1990. Outstanding bank credits as of June 1991 were up 
21 percent over the level a year earlier. 


In the face of strong money supply growth, the government 
pledged to strengthen the tight money policies it initiated in 
mid-1990. In February 1991, the government ordered state-owned 
enterprises to withdraw Rp 8 billion in time deposits and use 
the funds to purchase central bank certificates. The 
government later released a portion of the sterilized funds 
through the purchase of money market instruments, but the net 
effect was a large increase in interest rates. The government 
simultaneously promulgated new prudential regulations for the 
banking sector, including requirements to meet Bank for 
International Settlements (BIS) capital adequacy standards by 
December 1993. In November 1991 the government’s foreign 
commercial borrowing team announced ceilings on foreign 
commercial borrowing by private and state-owned banks as well 
as by the private sector. However, the government indicated it 
would not enforce the ceilings for private banks and other 
private borrowers. It also sharply reduced access to the 
central bank’s swap facility to encourage long-term foreign 
capital inflows and discourage short-term foreign borrowing. 


The Indonesian stock market expanded rapidly after being 
deregulated in 1988. By late 1991, 141 companies were listed 
on the Jakarta stock exchange, up from 24 three years earlier. 
During 1991, the pace of new listings decelerated and the 
composite price index declined significantly from its 1990 
high. Reasons advanced for the slower pace of stock market 
activity include saturated investor appetite, high interest 
rates on bank deposits, generalized uncertainty about 
Indonesia’s economic growth prospects, and some loss of 
confidence in the exchange and companies listed on it. A 
private company has been formed to run the Jakarta stock 
exchange and will begin operations in 1992, permitting the 
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transformation of the government’s Capital Markets Supervisory 
Agency into a strictly regulatory body. Other future 
developments could include the listing of shares in several 
more state-owned enterprises (the first went public in 1991), 
the introduction of private mutual funds, and the granting to 
foreigners the right to purchase shares in Indonesian banks. 


Indonesia maintains an open capital account; outflows as well 
as inflows of foreign exchange are free of government 
controls. The government’s policy of allowing a slow 
depreciation of the rupiah against the dollar in a managed 
float has helped maintain the competitiveness of Indonesian 
exports. The current budget and balance-of-payments 
projections continue to assume a 5 percent annual depreciation 
of the rupiah against the dollar. 


IV. BALANCE OF PAYMENTS AND FOREIGN DEBT 


Boosted by higher oil prices in the wake of the Gulf War, 
Indonesia’s exports in the first half of 1991 grew 26 percent 
over 1991’s mid-year level. Non-oil/gas exports grew only 24 
percent. Moreover, imports increased 43 percent. Imports of 
capital goods, driven by robust investment activity, were 
particularly strong, while imports of consumer goods, although 


a relatively small portion of the total, more than doubled. 

The result was a 47 percent decline in the trade surplus from 
$2.2 billion to $1.1 billion. When combined with interest 
payments on the country’s external debt and other services, the 
smaller trade surplus caused a swelling in the current account 
deficit to $2.5 billion, from $1.6 billion in the first half of 
1990. By the second half of 1991, import growth had leveled 
off while export performance remained strong, pointing to a 
partial recovery of the trade surplus for all of 1991. 


Indonesia’s external debt is approximately $66 billion, 
consisting of about $45 billion in public sector medium-and 
long-term debt and $21 billion in private sector debt. Medium 
and long term debt comprises nearly all of the government’s 
debt, much of it on concessional terms from multilateral 
development banks and bilateral donors. The government is 
current on its debt servicing obligations. The private 
sector’s foreign indebtedness is increasing as a natural 


corollary of its rapid growth under the government’s 
deregulation progran. 


Despite the deterioration in the current account, the central 
bank’s foreign exchange reserves have been increasing. In 
August 1991, they totalled $9.5 billion, or 43 percent higher 
than the level a year earlier. This volume of reserves is 
roughly equivalent to four and a half months of imports. 
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V. IMPLICATIONS FOR THE UNITED STATES 


In 1990, bilateral trade between the United States and 
Indonesia totalled $5.2 billion. U.S. exports to Indonesia 
increased 51 percent to $1.9 billion, while Indonesian exports 
to the United States decreased by about 5 percent to $3.3 
billion. U.S. exports to Indonesia showed good growth in the 
first half of 1991, but leveled off during the second half; 
they are expected to show modest growth for the full year. 
U.S. imports from Indonesia in 1991 will be off about 15 
percent as the increase in U.S. imports of Indonesian non-oil 
products will be more than offset by a decline in petroleum 
imports. Best export prospects for American firms include: 
aircraft, avionics and ground support equipment, office 
machines, agricultural and food processing machinery, plastic 
equipment and materials, organic and inorganic chemicals, 
telecommunications equipment, pulp and waste paper, machine 
tools and metalworking machinery, and power generating 
equipment. 


Indonesia’s step-by-step implementation of market-oriented 
economic reforms is improving the environment for foreign 
businesses in Indonesia. In 1989, a short list of industries 
that remain closed to direct foreign investment replaced the 
cumbersome list of sectors in which foreign investment was 
permitted; the list was further shortened in June 1991. 


Deregulation measures to date have substantially reduced red 
tape in setting up operations, expanding production, importing 
production inputs, and purchasing shares on the stock 

exchange. Joint ventures with majority Indonesian ownership 
are treated as domestic entities, free to distribute their 
products, borrow locally, and invest in sectors still closed to 
direct foreign investment. 


Indonesia revised its copyright law in 1987, and in 1989 a 
bilateral copyright agreement between Indonesia and the United 
States entered into force, giving automatic protection to U.S. 
copyrighted works in Indonesia. Problems remain in 
enforcement, particularly with regard to piracy of computer 
software and videotapes, but Indonesia is taking positive steps 
to improve the situation. A ministerial level anti-piracy 
commission, headed by the Coordinating Minister for Politics 
and Security, has been established and is expected to 
coordinate enforcement activities. A trademark bill has been 
submitted to Parliament and is expected to be enacted in 1992. 
Indonesia’s first patent bill, adopted by the Parliament in 
1989, took effect on August 1, 1991. This law provides for 


product protection for chemical and pharmaceutical products, 
among others. 


Additional reforms which have or will occur include: new laws 
on banking, insurance, and pensions; further transportation 
deregulation; establishment of private alternatives to the 
government electric company; and further trade policy reforms. 





Despite progress in improving the business environment, some 
obstacles to foreign business activity remain. Certain 
sectors, such as inland transportation and retail trade, are 
essentially closed to foreign investment or subject to 
participation constraints. In addition, foreigners are barred 
from practicing law, and restrictions apply in accountancy and 
certain other service sectors. 


The number of American firms visiting Indonesia to assess its 
market potential is increasing monthly. They are finding that 
Indonesia welcomes more U.S. business involvement and is 
interested in diversifying its sources of supply. Suppliers of 
almost any kind of product can find substantial consumer demand 
here, if enough time and effort is invested in researching and 
developing the market. American business representatives are 
also learning that doing business in Indonesia is no more 
aifficult than in other countries in the region and can be 
equally or more profitable. 
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